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IN RE: Annual Review of Purchased Gas ) ORDER ON ANNUAL
Adjustment and Gas Purchasing Policies ) REVIEW OF PURCHASED
of Dominion Energy South Carolina, ) GAS ADJUSTMENT AND
Incorporated (For Potential Increase or )  ADOPTING STIPULATION
Decrease in Fuel Adjustment or Gas )
Adjustment) )

L INTRODUCTION

This matter comes before the Public Service Commission of South Carolina
(“Commission”) by way of its required annual review' of the Purchased Gas Adjustment
(“PGA”) and the Gas Purchasing Policies of Dominion Energy South Carolina, Inc.
(“DESC”, “Dominion”, or “Company”). Dominion and the Office of Regulatory Staff
(“ORS”) (collectively the “Parties” or individually a “Party”) entered into a Stipulation
(“Stipulation”) which was filed with the Commission on September 23, 2020, prior to the
scheduled hearing on the merits and attached as Order Exhibit No. 1.2
IL. BACKGROUND AND PROCEDURAL HISTORY

Since 1987, the Commission annually opens a Docket for the purpose of conducting

Dominion’s PGA review.

I'See Commission Order No. 87-898, issued on August 14, 1987, in Docket No. 1987-426-G related
to the Company’s former entity known as South Carolina Electric & Gas Company which requires
that the Commission annuaily review the purchased gas adjustment and the gas purchasing policies
of Dominion Energy South Carolina, Inc. f/k/a South Carolina Electric & Gas Company.

2 Hearing Exhibit No. 1.
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On June 11, 2020, the Clerk’s Office scheduled a hearing for Dominion’s 2020
annual PGA review on November 5, 2020, and also established prefiling testimony
deadlines by issuing a Notice of Hearing and Prefile Testimony Deadlines (“Notice of
Hearing”). The Notice of Hearing also set a return date for intervention.

The period under review in this present Docket is August 1, 2019, through July 31,
2020 (“Review Period”). By letter dated June 11, 2020, the Clerk’s Office instructed
Dominion to (i) publish the Notice of Hearing in newspapers of general circulation in the
affected areas by August 28, 2020, advising all interested parties of the manner and time
in which to file pleadings to obtain the right to participate in this proceeding (i.e., or to
intervene) and (ii) provide proofs of publication no later than September 18, 2020, by filing
the proofs with the Clerk.

The Clerk’s Office further instructed Dominion to provide notification of the PGA
review to each affected customer via bill inserts, or by electronic mail to those customers
who have agreed to receive notices by electronic mail, on or before August 28, 2020, and
to provide certification on or before September 18, 2020. The Company timely filed on
September 9, 2020, affidavits and proofs of publication to confirm its compliance with
these instructions from the Clerk’s Office.

III. PARTIES OF RECORD

As the natural gas utility under review, Dominion is automatically a party to the

proceeding. ORS is automatically a party in this matter pursuant to S.C. Code Ann. § 58-

4-10(B) (2015 & Supp. 2020). Pursuant to S. C. Code Ann. § 37-6-604(C) (2015 & Supp.
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2020), the South Carolina Department of Consumer Affairs (“Consumer Affairs”) was
provided notice of this Docket. No persons petitioned to intervene in this matter.

Representing the Company was Matthew W. Gissendanner, Esquire. Alexander W.
Knowles, Esquire, and Christopher M. Huber, Esquire, represented the ORS.

On September 22, 2020, DESC pre-filed the direct testimony of witness Felicia D.
Howard and the direct testimony and exhibits of witnesses Rose M. Jackson and Rachel R.
Elliott. The scheduled witnesses for ORS were Daniel F. Sullivan and Anthony M.
Sandonato, with the witnesses providing pre-filed direct testimony and exhibits on behalf
of ORS on October 13, 2020. Prior to the scheduled hearing, ORS and DESC (the
“Parties”) filed a Stipulation addressing all matters in this docket on October 23, 2020.

Because of the Covid-19 pandemic, the scheduled hearing on merits was held
virtually on November 5, 2020, beginning at 10:00 a.m., with the Honorable Justin T.
Williams presiding.

IV.  DISCUSSION

Upon the start of the hearing by Chairman Williams, Mr. Knowles moved the
Stipulation into the evidence of record. The Stipulation is identified, and incorporated
herein by reference, as Order Exhibit No. 1. In support of its PGA and gas purchasing
policies and the Stipulation, DESC presented direct testimony from Rose M. Jackson,
Felicia D. Howard, and Rachel R. Elliott. DESC witnesses Jackson, Howard, and Elliott
appeared in front of the Commission individually and each provided a summary of their
testimony. In support of its review of DESC’s PGA and gas purchasing policies, ORS

presented direct testimony from Daniel F. Sullivan and Anthony M. Sandonato. ORS
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witnesses Sullivan and Sandonato appeared before the Commission individually and each
presented a summary of their testimony.® Consistent with the terms of the Stipulation, the
witnesses who pre-filed direct testimony in this proceeding and orally presented such
testimony before the Commission were subject to questioning by the Commissioners, but
the Parties waived cross-examination.

DESC Witness Felicia Howard, Vice President of Gas Operations, is responsible
for the daily oversight of the operation of DESC’s natural gas distribution system,
including maintenance, construction, and gas sales. She is also responsible for the overall
reliability of the system, which includes ensuring that the system is capable of providing
safe and reliable service to our customers. DESC Witness Howard Direct Testimony, p. 1,
.1- p.2,1.13. Ms. Howard testified about DESC’s gas purchasing practices to provide an
overview of the distribution system and construction projects “designed to increase the
capacity, reliability, and operational flexibility of DESC’s system.” DESC Witness
Howard Direct Testimony, p. 3, 11.1-2. DESC’s gas purchasing practices during the
Review Period according to Witness Howard consist of analysis and consideration by
DESC management of,

the supply and interstate capacity assets of its business on an
on-going basis in order to provide safe, reliable, and
economical natural gas service in South Carolina. All of the
variables related to the growth in our state and the demand

on DESC’s system must be balanced with corresponding
supply and capacity needs.

3 The Commission accepted the Stipulation as Hearing Exhibit 1, DESC witness Elliott’s exhibits RRE-1 and
RRE-2 as Hearing Exhibit 2, DESC witness Jackson’s exhibits RMJ-1 and RMI-2 as Hearing Exhibit 3 and
ORS witness Sullivan’s exhibits DFS-1 to DFS-2 as Hearing Exhibit 4.
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DESC Witness Howard Direct Testimony, p. 4, 11.6-10. DESC maintains that it procured
reliable and reasonably priced natural gas supplies during the Review Period. DESC
Witness Howard Direct Testimony, p. 4, 11.10-12.

Ms. Howard provided an overview of DESC’s natural gas operations consisting of
more than 10,330 miles of pipeline which includes approximately 9,870 miles of
distribution mains and 460 miles of transmission mains. DESC Witness Howard Direct
Testimony, p. 4, 11.17-21. There are more than 426,386 service lines extending from the
Company distribution and transmission mains and,

pipeline facilities [that] range in diameter from Y2-inch
distribution pipe to 20-inch transmission pipe and carry
natural gas under pressures typically ranging from 25 pounds
per square inch gauge (“psig”) to 1,100 psig in order to
deliver safe and reliable natural gas service to approximately
397,000 factories, businesses, and homes in South Carolina,
as of the end of the Review Period.
DESC Witness Howard Direct Testimony, p. 4,1.21 — p. 5, 1.5.

DESC also owns and operates two Liquified Natural Gas (“LNG”) facilities: (1)
Bushy Park near North Charleston, and (2) Salley in western Orangeburg County. “The
LNG facilities allow DESC to store natural gas in liquid form and revaporize it back into
the pipeline when necessary. DESC primarily dispatches its LNG to help meet high
demand and to serve as a backup supply of gas in emergency situations.” DESC Witness
Howard Direct Testimony, p. 5, 11.9-13.

Ms. Howard also stated that “there are no DESC employees or assets that will be

transferred to Berkshire Hathaway Energy as part of the sale of Dominion Energy Inc.’s

sale of its transmission and storage assets. As such, the sale is not expected to have any
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impact on DESC’s operations, and the Company will continue to safely and reliably
provide natural gas to its customers.” DESC Witness Howard Direct Testimony, p. 6, 11.6-
10.

DESC’s gas system grew by approximately 3.3% during the Review Period which
is attributed to growth in the residential customer class due to new home construction in
the Company’s service territory. DESC Witness Howard Direct Testimony, p. 6, 11.14-18.
The 2019 Novel Coronavirus (“COVID-19”) Pandemic has not resulted in any material
delays to DESC during its construction expansion activities and has not “experienced any
material adverse impacts to its daily operation of its natural gas system.” DESC Witness
Howard Direct Testimony, p. 8, 11.18-22. Witness Howard further testified about DESC’s
expansion activities to its natural gas system and DESC’s projects to improve system
safety, integrity, and reliability. DESC Witness Howard Direct Testimony, p. 7, 1.1 —p. 8,
1.13;p.9,1.1 —p. 10, 1. 6.

DESC Witness Rachel R. Elliott testified that each year DESC reviews the Demand
Cost of Gas (“DCOG”) allocation factors during the PGA proceeding and updates these
factors to reflect current forecast assumptions. The DCOG allocation factors are based on
a weighting of 50% forecast sales and 50% forecast peak design day demand as required
by Commission Order No. 2006-679. As explained by DESC Witness Elliott, we find and
conclude that the following allocation factors to be appropriate for use in the cost of gas

calculations beginning with the first billing cycle of January 2021:
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Updated Demand Cost of Gas (“DCOG’’) Allocation Factors

' Usae Group Pecentage
Residential 66.66%
Small General Service/Medium General 28.60%
Service (“SGS/MGS”)
Large General Service (“LGS”) 4.74%
TOTAL 100.00 %

DESC Witness Elliott Direct Testimony, p. 3,1. 18 —p. 4,1. 9.

Witness Elliott testified that the forecast peak design day demand for the upcoming
2020-2021 winter is 438,988 dekatherms. Id. During the Review Period of August 1, 2019
through July 31, 2020, Ms. Elliott further testified that DESC implemented the PGA
mechanism in compliance with Commission Order Nos. 2006-679 and 2009-910. She also
provided these results to the Commission in Hearing Exhibit No. 2 (Elliott Exhibit No.
RRE-1), which shows the monthly (over)/under collections experienced by DESC in
administering the PGA mechanism during the Review Period. At the beginning of the
Review Period, DESC started with an under collection of $14,683,872 and at the end of
the Review Period, the under-collected balance was $11,214,096. DESC Witness Elliott
Direct Testimony, p. 5, 1l. 10-14; Hearing Exhibit No. 2 (Elliott Exhibit No. RRE-1); ORS

Witness Sullivan Testimony, p. 6, 1. 21-23.* According to Ms. Elliott, on August 31, 2020,

4 Per the testimony of ORS Witness Sullivan, ORS’s examination and audit of the Company confirms that
the Company’s PGA under collection is $11,214,096 as of July 31, 2020, and as provided by DESC witness
Elliott in Hearing Exhibit No. 2 (RRE-1). ORS Witness Sullivan Testimony, p. 6, 1. 21-23.
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the under collected balance was $13,637,717. DESC Witness Elliott Direct Testimony, p.
5,1 15.

Witness Elliott further provided the Commission a summary of DESC’s monthly
forecast of gas cost components and the resulting monthly (over)/under collection balances.
At the end of the Review Period, Ms. Elliott testified that “end of period balance of zero
shows that the forecasted gas cost factors would eliminate any projected (over)/under
collection amount by the end of the forecast period ending August 2021.” DESC Witness
Elliott Direct Testimony, p. 5, 1l. 17-22; Hearing Exhibit No. 2 (Elliott Exhibit No. RRE-
2).

DESC called Rose Jackson, General Manager — Supply & Asset Management for
Dominion Energy Southeast Services, Inc. (“DESS”), to testify regarding DESC’s
portfolio of gas supply to address the various gas supply and transportation options
available to DESC and to discuss the state of the natural gas market during the Review
Period. Witness Jackson Testimony, p. 2, . 19 —p. 3, 1.2. Ms. Jackson stated that DESC
has the following three gas supply options in its portfolio which are combined with
interstate transportation so that DESC can meet its firm demand under varying weather
conditions at reasonable cost: (1) wellhead gas supply, (2) underground storage, and (3)
liquefied natural gas (“LNG”). Witness Jackson Testimony, p. 3, 1. 7-11.

DESC purchases interstate pipeline transportation capacity on both a firm and
interruptible basis from the following three (3) interstate pipelines that provide service to
DESC: (1) Southern Natural Gas Company (“Southern”), (2) Transcontinental Gas Pipe

Line Corporation (“Transco”), and (3) Dominion Energy Carolina Gas Transmission, LLC
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(“DECGT”). Witness Jackson Testimony, p. 3, l. 15-19; Hearing Exhibit No. 3 (Jackson
Exhibit No. RMJ-1). Even during the 2019 Novel Coronavirus Pandemic, DESC has been
able to procure sufficient quantities of natural gas to reliably serve its customers. Witness
Jackson Testimony, p. 5, 1l. 5-6. Additionally, Ms. Jackson testified that the sale of
Dominion Energy, Inc.’s transmission and storage assets, including DECGT, does not have
any impact on the day-to-day operations of DESC. Witness Jackson Testimony, p. 5, 11. 8-
15. In fact, “there is no change to the quantities, rates, or other terms of the Company’s
existing contracts with DECGT.” 1Id. Ms. Jackson also stated that “DESC did not
participate in the Atlantic Coast Pipeline, and the Atlantic Coast Pipeline project, as
planned, did not deliver natural gas to South Carolina.” Witness Jackson Testimony, p. 6,
1. 1-7.

Witness Jackson further testified that there have been no changes in how DESC
optimizes its firm transportation capacity through “segmentation.” Segmentation allows
DESC to deliver up to twice as much supply on a portion of its firm capacity while paying
only one demand charge. Interstate pipelines allow segmentation as long as the delivery
point meter has sufficient capacity and gas supply does not cross the same delivery point.
Witness Jackson Testimony, p. 6, 1. 11-22. Ms. Jackson also testified that DESC has
interstate storage assets available to aid the Company in providing reliable and secure gas
service to its customers. Witness Jackson Testimony, p. 7,1. 17 - p. 8, l. 3; Hearing Exhibit

No. 3 (Jackson Exhibit No. RMJ-1).
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Maximum Daily Withdrawal
Source/System Maximum Storage Capacity | At Peak Storage Inventory
Southern 4,908,848 Dt 99,121 Dt
Transco 593,735 Dt 19,789 Dt

Id. DESC relies primarily upon its LNG assets to fulfill the peaking needs of its system
and customers which can provide a combined maximum daily withdrawal quantity of 105
Mmcf/day. Witness Jackson Testimony, p. 8, . 12 — p. 9, |. 14; Hearing Exhibit No. 3
(Jackson Exhibit No. RMJ-2). DESC’s on-system LNG service significantly adds to the
Company’s reliability and security of gas supply during unfavorable operating conditions
that may occur from time to time. Id.
Since the current three interstate pipelines that serve DESC are fully subscribed,

DESC does anticipate acquiring additional interstate pipeline capacity in order to meet
future design day forecasts as a result of (1) demand growth on its system for natural gas
and (2) the inability to rely on segmentation between certain geographical regions, or area
points, to the degree it has in the past. Witness Jackson Testimony, p. 9,1. 16 —p. 10,1. 7.
In addition to providing detail about the change in costs associated with its interstate
pipeline assets, Ms. Jackson stated that DESC can no longer rely

on segmentation to meet design day needs between area

points to the degree it has in the past due to more businesses

subscribing to the DECGT pipeline to serve increased firm

demand on the DECGT system. . . . As its ability to rely on

segmentation decreases, DESC will be required to look at its

system growth in more detail by area points rather than on a
system-wide basis in order to determine where new facilities
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will need to be constructed and to contract for any necessary
additional firm transportation by area points.

Witness Jackson Testimony, p. 11, 11.13-22. Ms. Jackson further testified that domestic
natural gas supply continues to be the lowest priced and most abundant in the global natural
gas market, primarily due to domestic shale production. Witness Jackson Testimony, p.
14,1.1 - p. 15, 14.

ORS Witness Daniel F. Sullivan testified about the findings and recommendations
as a result of the ORS Audit Department’s examination of DESC’s purchased gas
adjustment and policies during the Review Period. ORS Witness Sullivan Testimony, p.
2, 11.9-16. Mr. Sullivan testified that during the Review Period, DESC’s DCOG factors
and Commodity Cost of Gas factors (“CCOG”) were adjusted during the months of

February, May and July 2020 as listed below:

DCOG Per Therm As of August 1, 2019 As of July 31, 2020
Residential $0.30055 $0.36793
Small/Med. General Service $0.17839 $0.20862
Large General Service $0.30011 $0.31835
CCOG Per Therm $0.32804 $0.24601

ORS Witness Sullivan Testimony, p. 3, 11.5-9; Hearing Exhibit No. 4 (DFS-1 through DFS-

3). The components which comprise the cumulative PGA (over)/under collection are:
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Commodity (Over)/Under Collection (which is the difference in DESC’s

actual firm commodity costs, on a monthly basis, compared to the firm
commodity benchmark PGA filings during the Review Period) — the
commodity (over)/under collection for the Review Period decreased the
under collection by $9,408,320.

Demand (Over)/Under Collection (which is the difference in the actual

demand charges incurred by the Company as compared to demand charges
billed and collected from customers) — the demand (over)/under collection
increased the under collection by $5,612,632 during the Review Period.

Uncollectibles — Commodity Only’ — the uncollectible gas cost expense

for the Review Period increased the under collection by $99,140.

Unbilled Revenue Adjustments® — Unbilled revenue adjustments were

applied to the demand component of the cost of gas factor. The net unbilled
revenue adjustment for the Review Period increased the under collection by
$90,987.

Interest/Carrying Cost’ — The computed carrying costs for the Review

Period increased the under collection by $135,783.

5 In Order No. 2006-679, the Company was authorized to recover its uncollectible gas costs through the
commodity cost of gas, beginning with the first billing cycle in November 2007. This process allows the
Company to recover the correct amount of uncollectible gas cost expense that it has actually incurred.

6 In compliance with Order No. 2009-910, the Company converted the PGA administration process from a

cycle-month sales

calculation basis to a calendar month sales calculation basis. This process is more effective

and precise in matching calendar month gas costs with the calendar month gas sales.

7 In accordance w

ith Order No. 2006-679, carrying cost is computed using the rate of interest, as of the first

day of each month, for 10-year U.S. Government Treasury Bills plus an all-in spread of 65 basis points, not

to exceed 6% and

shall not be applied to (over)/under collection balances in excess of $20 million.
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ORS Witness Sullivan Testimony, p. 4,1. 1 -p. 5, 1. 8.

Mr. Sullivan further testified that the audit of ORS also included verification of the
gas held in interstate pipeline storage facilities, both injections and withdrawals, by month.
ORS Witness Sullivan Testimony, p. 5, 11.11-20; Hearing Exhibit No. 4 (DFS-2). Witness
Sullivan explained that for the Review Period,

total storage injections were 4,888,359 dekatherms at a total

cost of $10,069,724 which converts to a weighted average

injection rate of $2.06 per dekatherm. Withdrawals totaled

5,578,411 dekatherms at a total cost of $14,908,168 which

converts to a weighted average withdrawal rate of $2.67 per

dekatherm. Total interstate pipeline storage inventory at July

31, 2020 equaled 3,977,292 dekatherms with a total cost of

$8,927,035 or weighted average cost of $2.24 per

dekatherm.
ORS Witness Sullivan Testimony, p. 5, 1. 20 - p. 6, 1. 3. The capitalized costs at both LNG
facilities consist mostly of expenses associated with the liquefaction capability at the Bushy
Park facility. Hearing Exhibit No. 4 (DFS-3).

Witness Sullivan testified that the LNG inventory on July 31, 2020 totaled
1,530,120 dekatherms at a total cost of $5,366,599 or a weighted average cost of $3.51.
ORS Witness Sullivan Testimony, p. 6, 1l. 13-14. Mr. Sullivan stated that ORS’s
examination confirms that the Company’s PGA under collection of $11,214,096 on July
31, 2020, as provided by DESC witness Elliott in Hearing Exhibit No. 2 (RRE-1), is
correct. ORS Witness Sullivan Testimony, p. 6, 11. 21-23.

ORS Witness Sandonato testified about ORS’s review findings related to (1)

DESC'’s natural gas purchasing policies for the twelve (12) month Review Period; (2)

DESC’s ability to serve the firm customers during the Review Period and for the upcoming
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winter season; (3) DESC’s recovery of its purchased gas cost in accordance with the
Commission approved purchased gas adjustment (“PGA”) tariff or gas cost recovery
mechanism; and (4) DESC’s updated calculation of the DCOG allocation factors. ORS
Witness Sandonato Direct Testimony, p. 2, 1l. 10-18.

Mr. Sandonto also testified that part of the ORS examination included a review of
the Company’s construction and maintenance projects and the conclusion by ORS that such
projects promote safe and reliable delivery of natural gas to DESC customers. ORS did
not review the new construction projects for reasonableness or cost as part of this docket.
ORS Witness Sandonato Direct Testimony, p. 2, 1. 23- p. 3, 1. 15. Witness Sandonato also
confirmed that the Company’s capacity assets are shown in Hearing Exhibit No. 3 (RMJ-
1 and RMJ-2) and that DESC’s supply portfolio and the use of the various services within
the portfolio are discussed in the direct testimony of Company witness Jackson. ORS
Witness Sandonato Direct Testimony, p. 4, 1. 4-10.

According to Mr. Sandonato, his examination of the Company’s capacity and
supply asset management during the Review Period reinforces ORS’s opinion “that DESC
managed its capacity assets for interstate pipeline transportation, interstate pipeline storage,
and its LNG facilities[,] as well as purchased natural gas commodity supplies[,] to meet
the customers’ needs and provide reliable firm service at reasonable costs. ORS Witness
Sandonato Direct Testimony, p. 4, 1. 12-15. Witness Sandonato testified that the samples
of the Company’s gas purchases were reasonable in comparison to the prevailing market
costs. ORS Witness Sandonato Direct Testimony, p. 4, 1. 16-21. ORS also sampled the

Company’s capacity contracts, which are long-term contracts with prices governed by a
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Federal Energy Regulatory Commission (“FERC”) tariff, and confirmed that contract
samples reflected terms and prices in line with FERC tariff levels. ORS Witness Sandonato
Direct Testimony, p. 4,1. 22 —p. 5, 1. 3.

ORS Witness Sandonato further testified that there were no changes to the
Company’s natural gas purchasing prices and that costs with the Company’s interstate
pipeline assets were expected to change in the near future as explained in detail by DESC
Witness Jackson. ORS Witness Sandonato Direct Testimony, p. 5, 11. 4-18. Mr. Sandonato
stated that there were only six (6) instances of system-wide gas interruptions during the
Review Period that involved commercial and/or industrial class customers. ORS Witness
Sandonato Direct Testimony, p. 5,1. 19-p. 7, 1. 4.

Mr. Sandonato testified that the Company’s system-wide reserve was as follows for
the past five (5) years and confirmed that the Company projects an increase in reserves to

a 5.67% capacity margin for the 2020-2021 winter season:

Reserve Margin Winter Season
6.81% 2015-2016
5.49% 2016-2017
2.81% 2017-2018
4.11% 2018-2019
3.71% 2019-2020

ORS Witness Sandonato Direct Testimony, p. 7, 1. 16 — p. 8, 1. 2. Witness Sandonato
opined that, based upon ORS’s review, DESC’s current distribution system ensures that

the Company can deliver gas to all service areas, and that DESC has a capacity and supply
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asset portfolio to sufficiently and reliably meet the 2020-2021 winter season’s projected
firm customers’ requirements. ORS Witness Sandonato Direct Testimony, p. 7, 1l. 7-15.
While ORS did not have any issue with the Company’s reserve capacity margin to provide
reliable service on peak days, Mr. Sandonato testified that:

ORS is concerned that steady residential customer growth in

DESC service territory and the increased reliance on natural

gas for electric generation could impact capacity reserves

and cause service reliability issues on peak demand days. In

addition, as identified by Company witness Jackson on page

9 of her testimony, the Company is unable to continue to rely

on segmentation to meet its design day customer needs.

Going forward, system growth will be reviewed by the

Company based on specific area points versus system-wide

which could identify service regions within the system with

a much lower reserve capacity margin.
ORS Witness Sandonato Direct Testimony, p. 8, 1. 6-13. He also added that ORS plans
to continue monitoring DESC’s ability to serve both its firm and interruptible customers in
the upcoming winter seasons. ORS Witness Sandonato Direct Testimony, p. 8, 1. 15-16.

Lastly, Witness Sandonato testified that DESC filed monthly notifications with the

Commission and ORS for each of the twelve (12) months, three (3) of which included
changes in its PGA factor. He further added that ORS does review these monthly filings
by the Company regardless of whether there is a change in the cost of gas. ORS’s review
includes a check of whether the combined cost of gas meets the Material Difference
threshold of $0.04 per therm, and if so, to determine whether the Company correctly
administered and recovered its gas costs by implementing new cost of gas factors as

required to recover the Company’s current over or under collection beginning the following

month. ORS Witness Sandonato Direct Testimony, p. 10, 1l. 1 —p. 11, 1. 12.  Witness
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Sandonato testified that it was the opinion of ORS, based upon its review, that “DESC
administered and recovered its gas costs during the Review Period in a manner consistent
with the Company’s current Commission-approved PGA tariff and Commission Orders.”
ORS Witness Sandonato Direct Testimony, p. 11, 1. 13-15. Mr. Sandonato stated that
ORS does agree with the Company’s proposed DCOG allocation factors as updated for the
current forecast and its ir;lplementation effective on the first billing cycle in January 2021.
ORS Witness Sandonato Direct Testimony, p. 11,1. 16 —p. 12,1. 4. Additionally, Witness
Sandonato stated that the Company’s DCOG factors were developed to proportionally
allocate demand costs between customer classes based upon the impact on demand
requirements for DESC’s natural gas distribution system. Id. Mr. Sandonato affirmed that
DESC’s calculations of these proposed DCOG factors were verified by ORS. Id.
The Stipulation

On October 23, 2020, DESC and ORS entered into a Stipulation which set the gas
recovery factors for DESC, and the parties agreed to the calculations of the purchased gas
adjustment (over)/under collections for the Review Period as explained by DESC Witness
Elliott. Hearing Exhibit No. 1 (RRE-1); Stipulation. The Parties further agreed:

m to continue the existing monthly adjustment procedure and notification procedure
for the total cost of gas factors as adopted in Commission Order No. 2006-679 as modified
by Commission Order No. 2009-910. Stipulation, p. 3, 3.

m that demand charges included in the total cost of gas factor will continue to be

calculated as set forth in Commission Order No. 2006-679 in Docket No. 2006-5-G by
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distributing the costs among the rate schedules based upon a “50-50” allocation of peak
design day demand and annual forecast sales. Stipulation, p. 3, I4.

m the allocation factors as outlined on page 7 of this Order and as explained by
DESC Witness Elliott are appropriate and will be used for the demand cost of gas
calculations beginning with the first billing cycle of January 2021. Stipulation, p. 3, {4.

m DESC shall continue to charge and recover carrying costs, if applicable, on the
cumulative total (over)/under-collection balances in the same method and with the same
limitations as set forth in Commission Order No. 2006-679 in Docket No. 2006-5-G.
Stipulation, p. 3, 5.

We accept the use of the cost of gas calculations for the Review Period, as set forth
in Stipulation Hearing Exhibit No. 1, which is attached hereto as Order Exhibit No. 1.

The Commission further approves the authority of DESC to continue to charge and
recover carrying costs, if applicable, on the cumulative total (over)/under-collection
balances using the same method and with the same limitations as set forth by the
Commission in Docket No. 2006- 5-G, Order No. 2006-679, for the same reasons set forth
in that Order.? Pursuant to that Order® and in the event of an over-collection balance, the
carrying costs must be credited to the customers.

V. FINDINGS OF FACT AND CONCLUSIONS OF LAW

The Commission has considered the testimony and the exhibits of the witnesses

and the other evidence of record in this proceeding including the Stipulation and based on

this evidence, the Commission finds and concludes that adoption of the Stipulation is in

8 Docket No. 2006-5-G, Order No. 2006-679 (November 13, 2006).
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the best interest of DESC’s customers and the State of South Carolina, and therefore finds
that the Stipulation is a reasonable resolution of the issues in this proceeding.

In making this finding and all other findings and conclusions of law stated above
in this Order, the Commission specifically finds (that based upon the testimony, exhibits,
Stipulation, and evidence) and concludes as follows that during the Review Period’ DESC:

(a) administered the purchased gas adjustment and adjusted the gas cost
recovery factors for each customer class in accordance with the terms of Order No. 2006-
679 as modified by Order No. 2009-910;

(b) employed gas purchasing practices and policies consistent with
Commission orders and South Carolina laws, rules, and regulations;

(c) administered the PGA and recovered its gas costs consistent with applicable
tariffs and Commission orders; and

(d) was prepared during the Review Period and is currently prepared to meet
its firm customers’ projected needs via its future supply and capacity asset plans.

The Commission further finds and concludes that the monthly adjustment
procedure and notification procedure for total cost of gas factors as adopted in Commission
Docket No. 2006-5-G, Order No. 2006-679, as modified in Docket No. 2009-5-G, Order
No. 2009-910, included in the total cost of gas factors shall continue to be calculated as set
forth in Commission Docket No. 2006-5-G, Order No. 2006-679, by distributing such costs
among the rate schedules based upon a 50-50 allocation of peak design day demand and

annual forecast sales.

9 The period under review in this docket is August 1, 2019, through July 31, 2020.
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The Commission also finds and concludes that the Company’s gas purchasing
policies and practices during the Review Period were reasonable and prudent.
VI. ORDERING PROVISIONS

NOW THEREFORE, based upon the foregoing, IT IS HEREBY DECLARED
AND ORDERED THAT:

l. The Stipulation, which was agreed to by the Parties and accepted into the
record without objection, is incorporated into and made a part of this Order as Order Exhibit
No. 1. Further, the Stipulation constitutes a reasonable resolution of the issues addressed
therein and is hereby adopted as such.

2. During the Review Period, DESC properly administered the purchased gas
adjustment. DESC also correctly adjusted the gas cost recovery factors for each customer
class in accordance with the terms of Order Nos. 2006-679 and 2009-910, which factors
are hereby approved.

3. DESC’s gas purchasing policies and practices during the Review Period
were within the guidelines established in prior Commission orders.

4. The appropriate cost of gas calculations for the Review Period are set forth
in Order Exhibit No. 1.

5. The demand charges included in the total cost of gas factors should continue
to be calculated as set forth in Commission Docket No. 2006-5-G, Order No. 2006-679, by
distributing such costs among the rate schedules based upon a 50-50 allocation of peak

design day demand and annual forecast sales.
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6. The monthly adjustment procedure and notification procedure for the total
cost of gas factors as adopted in Order No. 2006-679, as amended by Order 2009-910, shall
be maintained.

7. The allocation factors contained on page 7 of this Order and as explained
by DESC Witness Rachel R. Elliott’s Direct Testimony are appropriate and shall be used
for cost of gas calculations beginning with the first billing cycle of January 2021.

8. DESC shall continue to charge and recover carrying costs, if applicable, on
the cumulative total (over)/under collection balances in the same method and with the same
limitations as set forth by the Commission in Docket No. 2006-5-G, Order No. 2006-679.
In the event of an over-collection balance, carrying costs shall be credited to customers.

9. The actual balance in the Company’s unbilled gas cost adjustment account
shall continue to be applied to the PGA (over)/under collection calculation, and the
Company shall consider this unbilled gas cost adjustment account in all future PGA
calculations. Future monthly adjustments shall continue to be applied to the demand
component of the cost of gas factor.

10. This Order shall remain in full force and effect until further Order of the
Commission.

BY ORDER OF THE COMMISSION:

fow [ e,

i‘lorence P. Belser, Vic‘e Chair
Public Service Commission of South Carolina




BEFORE
THE PUBLIC SERVICE COMMISSION OF
SOUTH CAROLINA
DOCKET NO. 2020-5-G

October 22,2020

IN RE:

Annual Review of Purchased Gas Adjustment )
and Gas Purchasing Policies of Dominion )
)
)

Energy South Carolina, Incorporated STIPULATION

This Stipulation is made by and between the South Carolina Office of Regulatory Staff
(“ORS”) and Dominion Energy South Carolina, Incorporated (“DESC” or “Company”)
(collectively referred to as the “Parties” or sometimes individually as “Party”);

WHEREAS, on June 11, 2020, the Public Service Commission of South Carolina
(“Comimission”) issued a Notice of Hearing and Pre-file Testimony Deadlines for the 2020
Annual Review of Purchased Gas Adjustment and Gas Purchasing Policies (“PGA”) of DESC;

WHEREAS, the purpose of this proceeding is to review matters related to DESC’s gas
purchasing practices and policies, administration of its purchased gas adjustment, and the recovery
of its gas costs;

WHEREAS, the period under review in this docket is August 1, 2019, through July 31,

| 2020 (“Review Period”);

WHEREAS, ORS examined the books and records of DESC and conducted inquiries and
analyses related to the Company’s gas purchasing practices and policies, administration of its

purchased gas adjustment, and the recovery of its gas costs for the Review Period;

Order Exhibit No. 1
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WHEREAS, ORS determined that during the Review Period, DESC: a) properly
administered the purchased gas adjustment and correctly adjusted the gas cost recovery factors for
each customer class in accordance with the terms of Commission Order No. 2006-679 as modified
by Commission Order No. 2009-910; b) employéd prudent gas purchasing practices and policies;
c) recovered its gas costs consistent with applicable tariffs and Commission orders; and d) was
prepared during the Review Period and is currently prepared to meet its firm customers’ projected
needs via its future supply and capacity asset plans;

WHEREFORE, the Parties have engaged in discussions and in the spirit of compromise,
the Parties hereby stipulate and agree to the following terms and conditions:

1. The Parties agree to stipulate into the record before the Commission this Stipulation.
The Parties further agree to stipulate into the record without cross-examination the pre-filed direct
testimony and exhibits of Company witnesses Rose M. Jackson and Rachel R. Elliott, and ORS
witness Daniel F. Sullivan as well as pre-filed direct testimony of Company witness Felicia D.
Howard and ORS witness Anthony M. Sandonato. Furthermore, each witness will take the stand
to present his or her testimony and, if necessary, make non-material changes to their testimony
comparable to those that would be presented via an errata sheet or through a witness noting a
correction. The Parties reserve the right to engage in the redirect examination of their witnesses
as necessary to respond to any issue raised during the examination of their witnesses by the
Commission. With respect to this Stipulation, Company Witness Jackson is the witness designated
to be primarily responsible for providing support for the Stipulation at the hearing scheduled in

this case.

20f7
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2. For the purpose of setting the gas cost recovery factors, the Parties accept the calculations
of the purchased gas adjustment (over)/under collections for the Review Period, set forth in
Stipulation Exhibit No. 1 attached hereto (Exhibit No. ___ (RRE-1)).

3. The Parties agree to maintain the monthly adjustment procedure and notification procedure
for the total cost of gas factors as adopted in Commission Order No. 2006-679 as modified by
Commission Order No. 2009-910.

4. The Parties acknowledge the demand charges included in the total cost of gas factor will
continue to be calculated as set forth in Commission Order No. 2006-679 in Docket No. 2006-5-
G by distributing such costs among the rate schedules based upon a 50-50 allocation of peak design
day demand and annual forecast sales. The Parties agree that the allocation factors contained on
page 4 in Company Witness Elliott’s pre-filed direct testimony (Residential 66.66%; Small
General Service/Medium General Service 28.60%; and Large General Service 4.74%) are
appropriate and should be used for the demand cost of gas calculations beginning with the first
billing cycle of January 2021.

5. Aspartof this Stipulation, the Parties agree that DESC shall continue to charge and recover
carrying costs, if applicable, on the cumulative total (over)/under-collection balances in the same
method and with the same limitations as set forth in Commission Order No. 2006-679 in Docket
No. 2006-5-G.

6. ORS is charged by law with the duty to represent the public interest of South Carolina
pursuant to S.C. Code Ann. § 58-4-10(B). S.C. Code Ann. § 58-4-10(B) reads in part as follows:
For purposes of this chapter only, “public interest” means the concerns of the using
and consuming public with respect to public utility services, regardless of the class

of customer, and preservation of continued investment in and maintenance of utility
facilities so as to provide reliable and high-quality utility services.
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Order Exhibit No. 1
Docket No. 2020-5-G - Order No. 2021-356
May 14, 2021
Page 3 of 8

8 Jo ¢ abed - ©-6-0202 #19%00Q - ISdOS - Wd L€:Z £2 129010 020Z - 3714 ATIVIINON.LOI 1T



ORS believes this Stipulation reached among the Parties serves the public interest as defined

above.

7. The Parties agree to advocate that the Commission accept and approve this Stipulation in
its entirety. The Parties agree to use reasonable efforts to defend and support any Commission
order issued approving this Stipulation and the terms and conditions contained herein.

8. The Parties agree that signing this Stipulation will not constrain, inhibit, impair, or
prejudice their arguments or positions held in other collateral proceedings, nor will it constitute a
precedent or evidence of acceptable practice in future proceedings. If the Commission declines to
approve the Stipulation in its entirety, then any Party desiring to do so may withdraw from the
Stipulation without penalty or obligation.

9. This Stipulation shall be interpreted according to South Carolina law.

10. The Parties represent that the terms of this Stipulation are based upon full and accurate
information known as of the date this Stipulation is executed. If, after execution, but prior to a
Commission decision on the merits of this proceeding, a Party is made aware of information that
conflicts, nullifies, or is otherwise materially different than that information upon which this
Stipulation is based, that Party may withdraw from the Stipulation with written notice to every
other Party.

11. The above terms and conditions fully represent the agreement of the Paities hereto.
Therefore, each Party acknowledges its consent and agreement to this Stipulation by affixing its
signature or by authorizing its counsel to affix his or her signature to this document where indicated
below. Counsel’s signature represents his or her representation that his or her client has authorized
the execution of the agreement. Facsimile signatures and e-mail signatures shall be as effective as
original signatures to bind any Party. This document may be signed in counterparts, with the

various signature pages combined with the body of the document constituting an original and
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provable copy of this Stipulation. The Parties agree that in the event any Party should fail to
indicate its consent to this Stipulation and the terms contained herein, then this Stipulation shall

be null and void and will not be binding on any Party.

[SIGNATURES ON THE FOLLOWING PAGES]
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WE AGREE:

Representing South Carolina Office of Regulatory Staff

@/V\, % Wﬂn/
Chrisi'Opher M. Huber, Esquire
Alexander W. Knowles, Esquire
South Carolina Office of Regulatory Staff
1401 Main Street, Suite 900
Columbia, SC 29201
Phone: (803) 737-5252
Fax: (803) 737-0895
Email: chuber@ors.sc.gov
Email: aknowles@ors.sc.gov
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WE AGREE:

Representing Dominion Energy South Carolina, Inc.

Moo ) D b,

K. Chad Burgess, Esquire

Matthew W. Gissendanner, Esquire

Dominion Energy South Carolina, Inc.

220 Operation Way, MC-C222

Columbia, SC 29201

Phone: (803) 217-8141

Fax: (803)217-7810

Email: chad.burgess@dominionenergy.com

Email: matthew.gissendanner@dominionenergy.com
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